The Chairman’s Letter

itting down 1o write the "Chairman’s Letter” for the
ASCENT 2001 Annual Report was not an easy
undertaking. Let’s face it. 2001 was a difficult year
for the communications industry and for our country.
Describing 2001 as a “chatlenging year’ is an obvious
understatement. We will never forget 9-11. but we will
always remember how our nation united and our patriotism
flourished more than it had in decades.
In May Laura Scher
delivers her final member Thank you
address as chair of the

ASCENT board of ... 1o our staff and consultants

directors. Thank you I'd like to start by thanking the people who committed
Laura for your dedicated themselves to making ASCENT successful during the past
service. year - our staff. They include: Ernie Kelly. our President;
David Gusky, our Executive Vice President; Steve Trotman,
our Vice President of Industry Relations; Amy McCarthy,
our Conference Services Director; Celeste Powers. our
Public Affairs Director; Mary Medved, our Administrative
Director; and Linda Brobst, our Office Manager.

We also sadly said goodbye to the tollowing staff:
Marianne Davis, Talbot Gee, Julie Hill, Sue Palladino and
Len Yanoff. We send our thanks to all staif, both past
and present, for their dedicated service over the years.

In addition. | want to recognize the contributions of
our long-time consultants who are members of the
ASCENT family: Charlie Hunter, legal counsel, Barb
and Don Hutchins of GH Associates, our conference
coordinators, and Andrew Isar, state regulatory director.
We commend them all on jobs well done.
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L-r: ASCENT Fresident Ernie Kelly.

MA Representative William Delahunt ... and lo our Board
and ASCENT Board Member and Then. of course. there are the volunteers, cur Board

former Chairman Bob Hale at . ot Directors. who commit a great deal of their personal
ASCENT's Summer Business time to provide stralegic planning and guidance to ensure
Forurn in Boston. The Honorable that ASCENT meets ils goals and objectives. My sincere
Delahunt highlighted the program thanks go 1o these dedicated members. Serving with me
with @ special weicome fo the - ' are — our Vice Charr. Gail Jones. who has served two

ASCENT attendees. separate lerms on ASCENT's board and was re-elecled

In 1999, CGail also ¢hairs the Ethics Committee. Cur
Treasurer, Ron Contrade, who was elected fo the board
in 2000 Plus, Bob Hale, an ortginal incorperating board
member who has served faithfully since 1992. Former
three-term chairman Sherm Henderson. who has served
on the Board since 1994, and this year as Chairman of
the Public Relations Committee. Ron Harden, elected in



1999, serves as Chairman of Conference Planning
Commiftee Ptus elected in 2000, were Tony Sgroi,
Membership Committee Chair and Gordon Martin, chair ot
the Strategir Pianning Commitiee. Last bul not least,
etected ir: the spreng of 2001 is Shinish Lal. Shirish serves
as he Regquiatcry Aftairs Chairman. Our mission is simple:
We are dedicated o helping our members succeed!

 would ke 1D pay respect to one member of our board
whe retired after many years of service to our organization.
Laura Scher CE0 of Working Assets and the 'mmediate
pas: chairman ¢f the hoard, served as a director from 1994
to 200t iauv-a =l be remembered for her steadiast belief
tha: our ragwatory tegal and policy work provides one of
the Jreatest beneils 10 our membership. She chairea our
govarnment elduang commiftee for most of the time she
serven or th-: toard  Laura, we thank you for a job well
aone over a e oer-od of ttime. You are misseq!

A Time of Change at ASCENT

sefore mavig or there is one more person | would
like t¢ Five specia: recognition to, ASCENT President
Erme Kellv 23 praviously announced. Ernie wilf retire on
Apr: 30, 2000 at the 2nd of his current term. This is a
lanamark event for ASCENT Naot anly is this the first
change in sta¥ leadership since the inception of TRA but
it marks the cepsrure of the association’'s very first
empioyee. Trrougn 15 more than eight years leading
ASCENT. Errre nas been a driving force for the association
Ernie was hisnd ' November 1993 as the association's
first Executive Dezty and was named President in 1997,
Or beralf of :ne memrpership. staff and the Board of
Direztors, 28 we ! a5 all of those who have preceded us.
thar< you e ior your many years of dedicated service
10 ASCENT. “here s 4 great deal of "Ernie Kelly™ built into
ASCENT Yo, wiil be mussed but certainly not forgotten!

The Challenges Facing Our Industry

Ceearly this i not Ihe easiest tme in recent memory
o bein the comimumications business. We started 2000
with the technilogy and communicztons sectors of the
ecoromy reactung all tme highs and ended the year with
ihese same sectars mured in signific it and projunged
dowrurns Wher we entered 2001 we thought the industry
and economy vould mprove. We were wiong. and the
wors' part « we nay rot have hit botiom.

iroorder 'os thenos o turn around commuonications
Compames mast egin W0 provide a return on capital
mvesrment  Acd ‘hey must provide services that give
custemers gond value Thus far gur industry nas spent
over o tnthan collirs 100G 1o discover business medels
that zi:tually provide & -eturn on a cost of capital andsor
equity and sadsy. nosi of that trilfion is gone while the
searcr continisss. The fact 15, most economic and business
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models thus far have not generated sufficient margins to
sustain iong-lerm success.

Fortunately, our industry is dominated by entrepreneurs
who simply will not give up untit they find the right competitive
formula. If nothing else. we are a persistent and stubborn
group of capitalists. We continue to refine what works and
eliminate what does not. This takes lime, but eventually
opportunities will anse and be seized by upstart companies
with rational pricing, ample cost containment and sutficient
profit margins.

Competitive carriers lhat have survived to this day are
more important than ever given their dwindling number
and the constricted capital markets And in addition to the
challenges in the marketplace, we face numerous obstacles
i state and tederal governments as we continue the fight
to make sure these markets remain fully open 1o competition.

The Future

These are the tmes when ASCENT is more impartant
than ever for you and your company. Indeed, your member-
st¥p 1s an invesiment in your company's future, ASCENT
15 your “one-stop” shop for key programs and services —
conferences. networking, advocacy, information access.
Bul. this ts also the time when ASCENT needs your strong
support. Together, we can overcome the challenges that
lie ahead and come out stronger than ever.

{ want to personally thank you for being a part of ASCENT.
As always we appreciate your continued suppar. We look
forward 1o 2002 and moving torward with a renewed optimism
for our association. industry and country.

Daniel G. Lazarek

Chairman of the Board
CFO:/CO0

The Access Group, Atlanta, GA



the past yea- ir: this column, bu
each ang every segment of thi
details about ASCENTs accomplishments.

2001 wilt 'or.g pe remembered.as one that presented
jor challenges o us as Amermansagﬁd as bysinessmen

downward cydé
in the teath furev

ASCENT has nat been immune to the ditficulties, as we
have felt the effects of this prolonged downturn on our ~
meinbershup and participation in our shows. Just like our
members. we have had to tighten our beits and hunker
down to rde this economic cycle out and we have been
doing that successfully. In spite of these inhibitions we
have turned in some great regulatory, legal and policy
victories for our membership and have put out some great
information through our web-site and in our conferences.
In short, we have maintained the value of participation in
a ime when we needed o show that membership in
ASCENT is &1 appropriate, necessary and valuabie use
of limited corporate resources.

Against this backrop ASCENT was still able to put on
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four fine conferences in 2001 including a Winter Carrier
Forum in Palm Springs. and revamped Summer Business
Forum featuring our suppfier members. and twe exhibition’
conferences in Dallas and Orlando. Attendance was
excellent and a ot of useful information and business
contacts were exchanged.

Outside the difficulties in the industry and economy,
our greatest challenge has come from the change in the
lederal government, which has produced an FCC and a
Congress more partial to the incumbents and less helptul
to competitors when compared to the previous regime.
We have seen it in everything from mundane FCC rules
and policy pronouncements 1o the progress of major anti-
cornpetitive federal iegislation known as the “Tauzin-
Dingell” bill. At a ime when we need more heltp from the
government than ever before to protect the progress we
have made in the six years since the passage ot the '96
Act it has been hard to find.

Our regulatory, legal and policy efforts produced a
number of important victories. Not the least of them was our
ability to forestall action by the full House of Representatives
on the Tauzin-Dingell bill. In addition we scored significant
victories in federal court for resellers of local services and
at the FCC on dra! around compensation for payphones.
Our involvernent in the states paid off with some tine vic-
tories as well, particularly in the state of Illinois. We also
conltinued our opposition of the granting of 271 apphcations
where the incumbents had not fully opened their local
networks to competition.

As atways | want to thank the staff, who are listed
elsewhere in this report. for their many contributions and
invaluable service to the membership. They are, and have
always been, our greatest asset. There were comings
and goings among the staff this past year. We welcomed
back Steve Trotman to our stalf. who had been with us for
a number of years prior to leaving the staff in 2000. We
were very glad lo have him back. We said goodbye (o
Sue Palladino. Len Yanoff, Marianne Davis, Julie Hill and
Talbot Gee and | would like to make the point of thanking
them all for their contributions this past year and, in the
case of Sue, for over six years.

Ernie Kelly
ASCENT President
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The Treasurer’s Report

tis my cisknct pieasure 1o present you with the

Treasurer's Repaort tor calendar year 2001. As we

enerec 2001 wa anticipated that we might face a
numbper of - nailenges as an Asscciation. One of the
MAjor Ones Imaived contingency planning tor preserving
our core programs and services if aur industry continued
the gownwerd trengs we saw coming out of 2000. While
we hoped and expected that the long awaited turnaround
WwWUIo DCCUL w8 <new we Could not necessanly count on
it. Accordinuly. wner we put together our budget in March
for the fisca year (which for ASCENT is May 1-April 30)
we agreed t ceveicp sysiems to monitor our finances
maore closet, thar at any time in the past. We also agreed
o use our strateqic olanning committee as a vehicle tor
making any =hanges or mid-course corrections we
deemed necessary An important element of this new
reporfing process involves a weekly cash flow repart from
the Prasider: curplemented by a monthly cash assurance
recort that atiows us 1o track with great detail actual resutts
against projectons on a weekly, monthly and quarlerly
bazis. M is & valuable tool tor the President and the board
1o moniter progress 0 these challenging timeas.

As it turneg ot we were able to identity prablems
retated ¢ the: advent of the recession in our first quarter
anc enactec praposed budger cuts immediately there-
atier to mare evenly mateh expenditures with anticipated
revenues for the rast of the year. After September 11 we
telt obligated to further streamiine the association's budget
sG nat we coulid reflect new economic reaitities. While we
aid sustain some milid losses o our cash balance in the
firs: and seconc gquarters. | am pleased to report that in
the third qua e we were poised 1c exceed budget cn a
net Dasis ana we are confident, barring some further

SET YOUR SIGHTS




Membership Offerings

Long Distance
International
Data Scrvices
Commercial
Calling Card
Software

Billing Services
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Calt Center/
Customer Care

Systems Integration

COMMITTEE REPORTS

Membership

n 2001, ASCENT's membership, which totaled nearly
I 550 companies, represented the breadth of communi-

cations services. As the chart to the leift reflects.
ASCENT s membership continues to diversify as the
industry changes and grows. Long distance. international.
data, commercial and calling cards were the predominate
offerings ot ASCENT company members. Among the
numerous products oftered by our suppler members
were software, biling services, systems integration, call
center/customer care, and prepaid plattorms. Continutng
its outreach into the communications marketplace, ASCENT
attracted scores of new membpers. including CLECs,
broadband network and dark fiber providers, as well as
companies offering e-commerce. streaming media. and
web hosting.

As our members continue to face challenges within
the industry. as well as in the global economic market-
place, ASCENT will be here to support our members I
meeting and overcoming those challenges. As such, we
are committed to continuing to expand our membership
benefil programs and serving our members’ eéver changing
interests and needs.

Tony Sgroi

ASCENT Membership Committee Chairman
President, North American Carrier Services
Giobal Crossing, Rachester, NY

:—%ASCENT

Headquartered in Washington, D.C., ASCENT is the
leading organization representing the interests of
entrepreneurial and small business communications
firms. ASCENT members are on the cutting edge of
communications technology. providing voice and
breadband data services including Internet access,
high-speed lransporl, focal and long distance phone J

service. application services, and wireless services.
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crucial. As a resuft,

_Stabilizing membership and producing well:
atténded. informational conterences. ASCENT mel with
considerable success with regard to both goals.

; Membership retention and recruitment starts with the
vaiue proposition of ASCENT member benefits, In order
to lmprove the proposition, we took a fresh look at all
ASCENT services in an effort t6 incréase Meir worth to
membars. A numbes of upgrades were. \mpkegngmed The
ASCENT web site, for example, wasconwetely { 1
- The.new web site is more attractive, bette
has a number of new features. ln shur;

ASCENT community and to lhe general pu
Another kay tmprcwemem was the deﬂgm

mernberq are more accurately categorlze
products and sarvices, Accurate, comprehenswe data
means easier access t0 mermbper services by pote’

" customers. '

ASCENT conderences continue to be the halimark of f=
our assaciaton. To turther enhance their value to sponso
exhibitars and registrants, a number of steps were take
to ensure strong ahendance at the 2001 events. Exhibit
hall guest passes were distributed for the first time to
exhibitors at the 2001 Spring Conference & Exhibition |
Dallas. A local marketing campaign, designed to drive
stronger attendance from pusinesses in the immediate
geographic region, also was implemented for the first time.-
Al the 2001 Fall Conterence & Exhibition in Orlande, an
addttional attendance-driver was employed when exhibit-halt - -
only passes were offered for sale to the general public.

As planned, the member and conference initiatives
succeeded in improving member services, protecyng our
loyal membership base, and producing well-attended and
entertaining corferences.

Gordon Martin

Strategic Planning Committee Chairman
Executive Vice President

Qwest, Denver, CO

Ethics

s part of its mission, ASCENT has maintained
A and stressed the importance of high ethical busi-

ness praclices and a zero tolerance policy for
slamming, cramming and other unethical types of behawvior.
Since its inception, the association has enforced a Code of
Ethics. This code centers around each member's pledge
“to recognize and uphold their obligations to their sub-
scribers. vendors and the general public to provide quality
services at reasonable rates. under stated terms and
conditions, to conduct business ethically and with integrity
and to place cusiomer satistaction foremost in their
endeavors,” and il empowers the ASCENT Board to act
upon and enforce these requirements.

ASCENT is pleased lo report that working together
with our members, we continue to improve our ability to
proactively address ethical issues. As a result of this
evolving process, 2001 was a “violation free” year. This
accomplishment is a credit to both our members and our
board. As they say "actions speak louder than words”
This was evident by the actions of the ASCENT members
who continued to uphold the Code ot Ethics in order to
ensure fair and competitive communications markets for
their customers and competitors. Equally as important
were the actions of the Board of Directors who acted when
needed 1c uphotd the association's commitment to the
highest ethical practices. | would like to commend the
2001 board for recognizing that slamming and cramming
continued to be a major problem in the industry, and as a
result. last year they adopted an addendum to the Code
of Ethics that specifically addressed these problems. This
proved to be a beneficiat additon.

Our goal is to continue the success of 2001 and achieve
another “violation free” year.

Gail L. Jones

ASCENT Ethics Committee Chair
Vice Fresident. General Manager
ComoreTel Haoldings Ltd., Omaha, NE



Former U 5. VP Al Gore
dalivers poignant Keynote
" Address to Spring
Conference Altendees in
* Dallas on the state of the
communications ingdustry

Former Senator Sob Dole
had Fail Conlerence anen-
dees in Oriando laughing
and crying with s great
insigh!s into what it lakes
to be a leader today amidst
unprecedented rolmcal
and economic changes.

A special thanks to
the Orlando Fire
Department Color
Guard for their
performance ai the
Fali Conlerence.

ASCENT Presidant Ernie Kelly shows his rock
siar Lersona by singing “Swee! Home Chicago”
w M e Blues Brotners at Tuesday night's
“ialian Hevwe 1 Orlanao.
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Conference /4444
SCENT s hailmark conferences continued to
provide some of the best networking opportuni-
ties in the business and showcase the latest

technologies and products dunng 2001. Whether attendees

were seeking a new market for their services. a strategic
partner. or the latest information on indusiry advances,
they could find them all at the ASCENT conferences.
Kicking the year off was the Winter Carrier Forum at
the Marriott Desert Springs Resort and Spa, in sunny

Paim Desert. Atlendees enjoyed Palm Desert's unbeatable

weather and awe-inspiring mountain views, as well as

more than a dozen incredibly strong presentations from
the industry’s most prominent carniers on International
and Domestic communication services. Plus new for

2001. the program included a new workshop on Enhanced

VolP Services

“Partnering for Success” praved 1o be an appropriate
theme for the ASCENT 2001 Spring Conference &

Exhibition in Dallas. The attendees buzzed that despite

tough times in the industry, the show was well attended

and there was an “energy” in the air. Networking oppor-
tunities abounded both on and off the packed exhibit
floor and the educational sessions were the most crowded
in the history of the association. Conference highlights
also incluged an insightful and motivating keynotle address
by tormer Vice President and Democratic Presidential

Candidate Al Gore, as well exciting evening events

sponsored by Sprint and El Paso Global Networks.

Change continued to be the focus of cur industry during

2001. As we started to plan the summer conference,

ASCENT evaluated what new programs if could offer to

focus on busingss Issues and, also, provide new oppor-

tunities for our supplier members. The answer was to
change the summer carrier forum. The result was the
new Summer Business Forum. The 2 1/2-day program
was held at the Westin Copley Place Hotel in Boston at
the end of July. Focusing on "getting back to the basics”
to nde out !he turbulent times, the program included

more than a dozen educational sessions, as well as a

newly ceveloped supplier tabletop exhibiton. Allendees

a'so enjoyed the numerous sights and activities in

Boston and & memorable night al Fenway Park 1o see

fhe Boston Red Sox play the Anaheim Angels.

Atter wha! was a very traumatic fall for our country,

ASCENT was tortunate to end the year on a high nole

with the rousing success of our Fali Conference and




ASCENT would like to thank those companies
cnlerences were verv sur:ces:_:fuf and in _ _ -who supported us throughout the year;
nad pacxed exnioit floors (pictured here . :
AFN Communications
American Fiber Systems.
: _-_iAFiBRO_S Communications

AT&T

. n o -AlanticACM- o
el s neld at the Marriott World B BeIISou{h T
Tenter morlen : Novermper. Exceeding all : Bmadmng Cummumcanons
ospectatic enference was attended by well ~-££3 Communications -
cver 1,600 :ommunicatons professionals. We were . Cable & Wircless ' -
rofled witr tne rermendous showing, particularly Callvision - - -~
g ver: the ot . innerent in the telecom industry .+ . -Cambrian Communications

Convergent Networks

Customer Solutions

DCA .
'-f_'-Eaﬂy Lentmn Crocker &Bartosmmcz :
- ErPaso Global Networks :

ard the ' the economy during the last
arter of K:zking off the show. was a standing
‘ € zresentation presented by former
in adaitien to the outstanding
nal sessions, the evenings were
:Aimment events including the
and ASCENT - Joiown Revue.

- Focal Gommunications
Ron Harden R FPLFlberNEI
ASCENT Canference Committee Chairman - Hxoal L
e Presdent .- " zHomisco s
ns San Maicos, TX ; :

an'lghway Communmanons '

NOiTelecom.

=Orion Telemmmumc;abons

PHONE+/X-CHANGE .

. Ple:me:ﬁammumcahmzs -
tOne Tehmmmunn:ahons

'3 Corcepts. Profitec. DCA. and
e ASCENT Special Exnibior Award
secutive ASCENT Confarences.




“monthly newsletter, confinues
provide valuable mlormatlon fo ali members with full cov-
T erage of |mponant federal and: sta‘l&legtslatlon mergers, .

feature entifled Member \fewpc»nt This new teature prowdes
an opportunity tor ASCENT members to submit special
contributions lo Infotrack on rndustry issugs of tnterest o
thes businesses. _ : - e

The major pubiic relations project for 2001 was the
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overhaul ot ASCENT's web site and the transition to a new
web sile parniner, Potomac Digilek. Providing consulting
and technology services to approximately 160 clients,
including over 105 associations. our new web partner
knows and understands the needs of associatlions. The
new site includes many exciting, innovative and upgraded
teatures such as: redefined butions to reliect our associa-
tion's benefits and services; improved navigation tayout: a
newly designed database, the ASCENT Marketplace,
which is accessible to the public and provides the opportunity
to find member companies based upon their product and
service offermgs; the creation of an Industry Resource
Center with numerous ASCENT, government and research
firm reports; and user-friendly membership and registration
on-line forms. The site will continue to offer late breaking
news reports (now featured on the home page), an exten-
sive library of regulatory filings, legisiative updates, and
links to key industry web sites. | am sure you will “visit"
there often; | know | do.

| hope you take advantage of these many tools and
services that ASCENT has designed for you, our members,
We will continue to enhance our information services, as
well as utilize an active public retations campaign, in order
to keep our members issues in the forefront of regulators,
the industry and the media.

J. Sherman Henderson

ASCENT Public Relations Chairman
President & CEC

Lightyear, Louisville, KY

infotrack]
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ASCENT 2001 Fall Corvtervnion & Evhibition
Moving forwsrd Fogeiher
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in the prom1se and
was due in no small measure by -

fnendty" House of Representatives, accompa-~

many of the market operung prowsmns of the”
Among other things, the bill would essentlany

RBOCs and eliminate the unbundling requiremen
advanced services.

A Rose By Any Other Name...
A Bill By Any Other Number

With the gavel-of the powerful House Comm 5
Committee in hand, Rep. Tauzin, along with his. colleague.
Rep. Dingeil, re-infroduced the legislation in the 107th
Congress as HR 1542, the Internet Freedom ands
Broadband Deployment Act of 2001. Nothmg other
the bill number and datenhanggck—__—_
just as damaging to competition and | favorabla to the Bells.
With no one standing-in. .of holding’ committea.
hearings, a schedule fasterthan data bits through a fiber
optic cable was set. Within 48 hours of its re-infroduction,
the bill was the subject of a full committee hearing, relerred
1o the Telecommunications Sub-Committee for a hearing
ard mark-up and reperted out to the full Commerce
Committee. Two weeks later during a mark-up by the
Commarce Commitiee, the true contentious nature of the
bill was;evealed@A procompetition amendment, offered -
by Reps. Luther and Wilson, dealing with line sharing
was met with an evenly divided vote. Wielding the rule of
the Chair. Rep. Tauz:in defealed the measure.

Glimmers of Hope, Signs of Reason

Recognizing that this complex bill was dangerous to
competition and that the Commerce Committee Chairman
was relentless in his eflorts to bring the bill up for a vote,
Rep. Sensenbrenner (R-WI) sought to asser jurisdiction
by asking Leadership to refer the bill to Judiciary tor con-
stderation. Having won the junisdiction argument, the bill
was sent to the Judictary Committee in early June for a
hearing, foltowed by a mark-up and subsequently Reported
Unfavorably, a clear signal that this bill was anything but
an easy vote,

Yet another glimmer of hope for competition came follow-
ing the pitterly contesled presidential efection in November
2000. With the Republicans claiming victory for the White
House, and Vice President Cheney as President of the
Senate holding the decisive vote in any te, the Republicans
had the narrowest majority possible in the evenly divided
Senate. However, their majority status was short-lived.
Sen. Jeffords' (VT) defection trom the Republican Party to
become an Independent gave the majority to the Democrats.
This fortuitous turn of events emerged as a lite line for
the legislative agenda of the competilive industry as the
shift in power led 10 the Senate Commerce Committee
being chaired by Sen. Fritz Hollings (D-SC) a long time
advocate for the competitive industry and a likely tirewall
against any Tauzin-Dingell like legislation being considered
by the Senate.

Due to aggressive end of the year lobbying by ASCENT
and other opponents of HR 1542, what seemed to be an
imminent vole on lhe bill in tate December was delayed
until March 2002 A brief respite from the battle to preserve
competition, a battte that will unquestionably continue to
be waged in 2002. For its part. ASCENT will forge ahead
in this and the many iegislative battles to come.

Shirish Lal

Legisiative & Regulatory Committee Chairman
President and Founder

Vista Telecom Group. Austin, TX
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Federal Affairs

SCENT was once again highly active on behal
A of its members in 2001 both before the Federal

Communications Commission and in the Federal
Appeliate Courts. With the goa! ¢! participating in alt pro-
ceedings before the FCC which directly impact competitive
opportunities for its members. ASCENT made nearly 100
filings in roughty 50 proceedings betore the FCC in 2001.
ASCENT also initiated or joined in nearly two dozen appeals
of FCC orders in federal appellate courts throughout the
Naticn. as well as before the U.S. Supreme Court. support-
ing those FCC actions which benefited, and challenging
those FCC actions which adversely impacled, its members.

8 la-region, InterlL ATA Authority: ASCENT continued to
oppase premalure entry by Bell Operating Companies into
the in-region, interLATA market. In conjunction with other
competitive service providers, ASCENT was successiul in
torcing the withdrawal of a number of entry applications.
Where apptications were granted, ASCENT hetped secure
crifical pro-competitive concessions, including reduced
prices for unbundled network access and discounted
resale of DSL services. ASCENT initiated or joined in a
number of appeals of premature FCC grants of in-region,
interLATA authority.

W Advanced Services Resale: ASCENT led the fight to
compel discounted resale of digital subscriber line services.
ASCENT appealed and persuaded the Court to overturn
an FCC order which alfowed incumbent local exchange
carriers to avoid their DSL resale obligations by using
structurally-separate affibates to provide DSL services.
ASCENT used the Section 271 application process to
secure resale of DSL services in conjunction with resold
voice lines and joined in the fight to expand DSL resale
opportunities to carriers making use of the UNE-Platiorm
to provide veice service. And ASCENT spearheaded

chaltenges to incumbent LEC efforts to avoid DSL resale by
limiting their DSL offerings to wholesale or bundled services,
foreing the intiation by the FCC of a proceeding to address
resale of DSL services. ASCENT also confinued to advo-
cale wholesale and unbundled access to cable modem
services and the facilities used to provide those services.

st



B CLEC Access Charges: ASCENT was active in the
successtu etfort 1c block large interexchange carriers from
unilalerally retusing o exchange traffic with competitive
Incal exchange carriers or to pay competitive LEC access
charges deemed by the large interexchange carriers to
be excessive while at the same time capping competitive
LEC access charges at reasonable levels. ASCENT is
participating :n the defense of these FCC holdings in
several pending appellate actions.

B Unbundled Network Elements: ASCENT was a
ieader in the fignt to relax restrictions on the availability of
unbundled iora: switching and to preserve and expand the
availabiiity of tne UNE-Platiorm, participating in proceedings
addressing these matters before the FCC and in the
Federal Appeilate Courts. Also before the FCC and the
Federal Appellaie Courts, ASCENT opposed restrictions
irposed b+ the Commission on the use of unbundled
network alements. ncluding restrictions imposed on the use
of enhanced =xiended links. ASCENT turther defended,
ang scughi to erhance. cost-nased FCL pricing guidelines
for UNEs and network interconnection. opposing eftorts
o anitate UNE rates

W Local Competition: ASCENT joined with other industry
participants 1IN seeking 1o preserve, as well as to enhance
and expanc FCT collocation and line sharing mandates,
successiully on appettate remand at the FCC and again
before the f~ederal Appeilate Courts. ASCENT sought
before the CC 1o preserve incumbent LEC reciprocal
cempensabion payment obligations on Internet-bound
traffic and joinec others in challenging on appeal undue
limitations impesed by the Commission on such payments.
ASCENT continued to oppose premature reiaxation of
requlatory constrants on incumbent LEC service provision.
as well as flerts (o circumvent incumben! LEC nen-
discriminalion reguirements.

B Interexchange Services: ASCENT participated actively
in the formutator: of and indeed, drafted, the North
Amencan Numbering Council's recommendation that the
FCC cease ts eftorts to require swilchless resale carriers
to secure. @nd deploy throughoot their service areas, one
of more carrier :genfication codes, relieving individual
switchless resaie carriers of hundreds of thousands, if not
milians. of collars in depioyment costs. Before the FCC
anu i the Faderal Appellate Courts. ASCENT opposed
grant of additicng: llexibdity 10 incumbent LECs in pricing
accass servizes. s well as relaxation of regulatory over-
sigh! of incurmbent LLEC prowision of special access services.
ASCENT supportad measures designed to drive both
mcumbent LEC access charges and PIC change charges
fow:rd cost, sanc apposed incumbent LEC efforts 10 distord
the ~CC's slaming and customer proprigtary network
intormation sateguards for anti-competitive ends.

%
0

B Prepaid Services: ASCENT successiulty worked to
refieve switch-based resale carriers oi their obligation to
track, and directly compensate payphone service providers
for, payphone-originated 1oli free and access code calls.
In conjunction with others, ASCENT successfully blocked
network-based 1XCs from charging SBRs for all calls that
transit their switches, including calls which are not completed
to the called parties and hence which generate no revenues.
ASCENT also persuaded the FCC to relieve resale camers
from any obligation t¢ compensate PSPs for calls completed
during the initial year of the Commission’s payphone com-
pensation regime. ASCENT has been active in defending
several appeals of FCC payphone compensation orders.

B Wireless Number Portability: ASCENT was one of
only a small handful of industry participants to oppose
etorts to relieve facilities-based wireless carriers of their
abligation to implement wireless service provider number
portability before year-end 2002.

B Universal Service: ASCENT sought 1o introduce greater
equity into the universal service contribution mechanism,
successiully advocating reforms which lessened the con-
tribution burden cn carriers with declining revenues and
allocating a larger share of the contribution burden to BOCs
newly entering the n-region, imterLATA market.

B Carrier Transactions: ASCENT successfully argued
for relaxation of requlatory burdens associated with sailes
of customer accounts, as wel as mergers and acquisitions
invelving smailer carriers, but advocated retention ot FCC
oversight of transactions involving incumbent LECs and
network-based IXCs. ASCENT also argued for strict
enforcement of conditions previously imposed on mergers
among large incumbent LECs.

B Numbering Resources: ASCENT opposed efforts to
implernent a market-based allocalion systern for numbering
resources, an initiative which would require carriers to bid
for and pay for such resources.

Charles C. Hunter

ASCENT General Counsel

Partner

Hunter Commurications Law Group, Washington, DC
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State Affairs

ASCENT in the States

SCENTs slate regulatory program continues to
A tocus on member representation. compliance,

and member information. ASCENT advocated
pro-competitive positions in support of member imerests
betore state regulators and legislators through 175 filings
in 37 states. ASCENT maintained active involvement with
the National Association of Regulator Utilites Commissioners
(NARUC), through presentations and participation at
NARUC meetings. And ASCENT continued its involvement
in state industry coalitons on a number of initiatives.
Regulatory compliance represented a growing area of
concentration far ASCENT. as the Association prepared
110 compliance advisories in 2001, designed to enable
members to keep abreast of changes m state regulatory
obligations. ASCENT's web site was redesigned to give
members mare timely access o ASCENT state filings
and compliance informaticn. Infotrack, member bulletins,
regulatory calendars. and monthly reports continued to
serve as vehicles for keeping members informed of state
regulatory aclivity.

A Year of Change

The turning of another page in the ongoing telecommuni-
cations competition saga last year revealed a disturbing
senes of events. By mid-year. fewer competitive players
could sustain state reguiatory battles, while incumbents
gained a foothold in several key areas. Favorable interL ATA
marke! entry endorsements were rendered in no less
than eight states. And the FCC's seemingly laissez-faire
approach toward the Regional Bell Operating Companies
{RBOC) became more evident, causing growing concern
over potential dilution of state regulatory authority. There
were some bright spots including significant reductions in
unbundled nelwork element rates in a few key stales and
E the passage of one of the nation’s most pro-compelitive

" pieces of legislation in lllinois. ASCENT scared a significant
victory in lllinois, where Ameritech's conlract termination
penalties were found unfawful. Many states focused on
stringent iIncumbent post-interl ATA markel entry pedormance
assurance plans. Regulators and legisialors in a few slates

A il e
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aiso consigered structurally separating incumbents' whole-
sale and retail operations, although ne decisive action was
taker. Anc naependent RBOC operaiions support systems
(()55) testing continued in earnest, as test results remain
ke finai piece tor state interLATA markel entry recommen-
dations in ~earlv a dozen states.

A Regulatory Look Back

B RBOC interLATA Market Entry RBOC interL ATA market
ertry dominalec attention maore than any other issue. At
least 40 sizies - ar increase of ten states from 2000 -
were engacec ir some aspect of evaluating the incumbent’s
imierLATA ~ar<e” ertry. More than half of those states were
sinitarty inveivea in 088 testing and the development of
post neamnen -merLATA market entry performance
assurance slans ASCENT opposed premature RBOC
interL ATA arket entry i those proceedings.

B UNE Pricing and Availability Unbundied network eie-
ment {UNE p:ic.ng and availability issues closely followed
th= srate 271 orocess. as competitors continued 1o paint to
intiated BB:OC UNE rates and increzasing UNE - Piatform
restricigns  More thar a dozen states engaged m a UNE-
reated proceeding ASCENT joired industry coalitions in
pursuing UNE rate “eductions and maintaimng broad UNE
availabilty.

B Advanced Services ASCENT was in the foretront of
hoiding \ncombents to their obligations to make advanced
services aviilablz tor resale under 'anuary and June 2001
U3 Court o £opeas for the District of Columbia Circunt
orders. whirn <iariled incumbent advanced service resale
ooigations  As advanced services resale White Paper
wiis prepdrd and distributed to nearly half of the states

B Structural Separation At least ten stales considered
rmoosing some form of RBOC structural separation through

leqislation o regulanon. ASCENT actively supported reg-
uistory and iegis.ative structural separation initiatives.

& Contract Service Arrangements “hree states considered
ttie legality ana level of incumbent early contract termination
penaives 4mnng them, linois. on : 2000 ASCENT com-
pist, conelided that SBC/Ameritech’s termination penalties
wese uniawd and must be reduced.

£ Arnti-Competitive Win Backs 7 -on states. primarily
rine BeidSoult egron and in Texas, addressed the lawiui-
niess of incuntent eftorts to lure former customers back.
Int-al gains were realized in South Carolina and Georgia.

B RBOC Reguiation Nearly a dozen states undertook
rulemaking to address RBOC regulation. Ameritech states
in particular considered beefed up service guality regula-
tions 10 light of dismal regional service performance.

B Wholesale Discounts Three stales, Massachusetts,
Minnesota. and Oregon. initiated proceedings to investigate
wholesale resale discounts following the Eighth Circuit
Court of Appeals vacation of the FCC's avoidable cost
pricing methodology. ! At the urging of the competitive
industry. including ASCENT, a decision on wholesale
discounts was shelved in Massachusetts, pending federai
action. Action in Minnesota led 10 a reduction of the
wholesale discounts to just above 17%:; an amount included
in a proposed Oregon stipulation, opposed by ASCENT.

W Regulatory Action ASCENT participated in a variety
of stale ruies that were considered 1in 2001 including service
termination, carner 10 carrier migration guidelines, guide-
lines tor carrier freezes, and several slamming and general
rulemaking.

In the Coming Year

Further industry turbulence shouid be expected as many
key 1ssues ncluding broadband deregulation, UNE pricing,

UNE availability, and mterLATA market entry remain 1o be’

resolved Members can continue to count on ASCENT
for state advocacy and information.

Andrew O. isar

ASCENT Director — State Affairs
President

Miller Isar. Inc.. Gig Harbor, WA

* Lel stand by the Uniled States Supreme Court,
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ASSOCIATION OF COMMUNICATIONS ENTERPRISES
Protecting the UNE-Platform
Key Issues
October 10, 2002

Competition and Innovation: UNE-P has demonstrated a powerful ability to
bring competitive benefits broadly to the mass market. According to the PACE
Coalition’s “UNE-P Fact Report,” as of June, 2002 approximately 7.7 million
lines enjoved competitive choice as result of UNE-P.

The PACE report also found that:

e During 2001, UNE-P was responsible for more than 60% of the growth in
competitive access lines, twice what it had been responsible for in the
prior year. Because of its speed to market, flexibility and broad
application, UNE-P has provided the foundation for a new wave of smaller
entrants with innovative ideas.

e Because subscribers can be reliably and inexpensively migrated between
the incumbent and new entrants, UNE-P is ideally suited to support
competition across a broad range of customers and geographic areas.
UNE-P is only capable of extending competition to rural markets,
however, if it is universallv available,

Capital Expenditures: According to a report released October 3, 2002 by the
New Paradigm Resources Group. competitive telecommunications providers
devoted twice as much capital to deploying new network infrastructure as
incumbent carners in response to competition created by the 1996 Telecom Act.
Competitive providers spent more than $103 billion on network infrastructure
between 1996 and 2001 while ILEC spending totaled about $47 billion.

- Facilities-Based Competition: UNE-P offers competitive carriers a market-entry
strategy that does not require massive upfront capital expenditures. At the same
time, it provides a breeding ground for many new entrants that ultimately will
transition to a facilities-based strategy as their subscriber base expands and UNE-

P becomes less economical.

Unbundled Local Switching: Like the UNE-Platform in general, denying
competiive camers access to ULS would create a significant barrier to entry.
Even the FCC acknowledged that new entrants “will encounter generally greater
direct costs per subscriber (than incumbents) when provisioning their own
switches, particularly in the earlv stages of entry when requesting carriers may not
have the large number of customers that is necessary to increase their switch
utilization rates significantly.” (Third Report and Order, released 1 1/5/99)

1401 « Street. NW., Suite 600, Washington, DC 20005 » tel 202.835.9898 + fax. 202.835.95893 « www.ascent.org
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UNE Pricing: UNE Rates have been established in accordance with the FCC’s
forward-looking pricing method (TELRIC) under the 1996 Telecommunications
Act. UNE rates have been upheid by the U.S. Supreme Court and are consistent
with data submitted in state proceedings. We are unaware of any instance in
which challengers have been able to successfully demonstrate that specific UNE
rates do not adequately compensate the underlying carrier.



PROFILE

OF
CAT COMMUNICATIONS INTERNATIONAL, INC.
DBA “CCI”
00%‘/‘,47[
1LOCATION: ROANOKE, VA £ oy )
ESTABLISHED: 1998 0/%04/?

MARKETS: CERTIFIED AND OPERATING CURRENTLY 20 STATES WITH 8
ADDITIONAL STATES PLANNED FOR THE COMING YEAR.

EMPLOYEES: APPROX. 250
SERVICES: LOCAL SERVICE & LONG DISTANCE PACKAGES
PROVISIONING: RESALE & UNE-P

SUBSCRIBERS: WE ANTICIPATE EXCEEDING 100,000 SUBSCRIBERS WITHIN
THE NEXT 12 MONTHS

CCI ADVANTAGES: EXTENSIVE CUSTOMER SERVICE. WE REQUIRE NO
DEPOSITS AND NO CREDIT CHECKS.



CIMCO Communications, Inc.
18W100 22nd Street, Suite 109
QOakbrook Terrace, IL 60181

CIMCO services the Midwest region and currently has 125
employees.

CIMCO is a Total Communications Provider providing Local,
Long Distance, Internet, and Managed Services. CIMCO's
service offering is differentiated by a comprehensive Personal
Service Plan which is crafted to meet the ongoing support and
service needs of our customers.

CIMCO provides a broad breadth of products. We are a
facilities- and non-facilities-based provider. We provide local
services through both resale and UNE-P.

CIMCO currently has 920 subscribers, the majority of which
have multiple locations utilizing CIMCQO's services.

Subscribers choose CIMCO over the incumbent carriers
because our product offerings are broad enough and flexible
enough to meet their business needs. However, what truly
differentiates CIMCO from incumbent network operators is our
comprehensive personal support and service for these
products.
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Grande Headquartered in San Marcos, Texas, Grande Communications is
cMMUNIELTIONS building a state-of-the-art broadband network to homes and small
businesses in seven markets across Texas. This Texas focus has allowed
for steady, yet manageable, growth punctuated by a record-setting $233
million in venture capital funding in 1999, and the acquisitions of
Thrifr Call in 2000 and ClearSource in 2002.

Small communities and large metro areas alike will have access to a
faster, clearer and more reliable fiber-optic nerwork that will deliver
high-speed Intemnet access, local and long-distance telephone and cable
television services. Grande has secured more than 40 franchise
agreements with municipalities among seven Texas markets Austin, San
Marcos, San Anronio, Waco, Corpus Christi, Midland and QOdessa.

Grande is one ol only a few broadband service companies in the nation
to emplov “fiber-to-the-curb™ technology, which installs fiber to no
more than 24 homes at a time, rather than up to 500 homes connected by
other local network providers. This allows for faster Internet connections
and greater download capability.

Grande sets a new standard for customer service in the broadband
delivery industry. The company 1s committed to customers through a
value system founded on respect, honesty, commitment and a
willingness to have fun. Despite competition from select
telecommunication giants, Grande continues to butld customer loyalty
through innovative products and exceptional customer care. The
company’s bundied service offering is the convenient choice for
customers who want one call for service. No other company in Texas
bundles all three Intemnet, phone and cable broadband services.

Grande’s wholesale division, Grande Networks, 1s one of the most active
and accomplished in the country, managing more than one billion
minutes of telephone and data traffic each month. Built from the ground
up in Central Texas with more than a decade of success, Grande
Nerworks serves the nation's largest phone and data compantes and
other business customers.

Grande’s commitment goes bevond its service offerings to its residential
and wholesale customers; 1t also extends to the communities it serves.
Before Grande ever began building broadband network, 1t butlt an
internal culture of volunteerism and community service. The Passion
and Commitment Investment Club is an employee-giving program that
~4  supports groups and organizations meeting basic human needs — food,

i shelter, clothing, health — and bridging the digital divide. More than 50
G © percent of Grande's employees are members and participate by gving
their time and money to the employee-run program, which has raised
more than $200,000 to non-profit organizations across Texas.




Granite Communications
2 Adams Place
Quincy, Massachusetts 02169

o Granite Telecommunications is a Competitive Local Exchange
Carrier (CLEC) based in Quincy, Massachusetts.

e The company provides local and long distance service to small and
medium sized companies throughout the eastern seaboard.

e The headquarters and Operations Center is in Quincy,
Massachusetts with sales offices in Quincy, New York and Atlanta.
Offices will be opening soon in New Hampshire and Rhode Island.

¢ Granite provides customers with a straight discount off the
incumbent phone carrier with no complicated pricing plan; just a flat
percent off of standard rates.

« The company currently has 65 employees with plans to grow to over
100 by 1Q03.

¢ The Granite team is dedicated to providing the highest quality local
and long distance phone service.

e The back office operating system features electronic bonding with
the incumbent phone carriers using the UNE-P platform.

e The company is owned and run by its' employees, ail of whom are
seasoned telecom veterans with over a century of combined
experience in the telecom industry. Unlike virtually every other
phone company today, Granite has no (zero) debt and feels very
confident in its' claim of being rock-solid.



Homisco/Voicenet
99 Washington Street
Melrose, Massachusetts 02176

Founded in 1981, Homisco/VoiceNet designs
integrated turnkey telecommunication systems
for Unix and Window NT platforms.

Our standards-based —
technology ensures . !Ea;;;’
cost effective, reliable .
solutions. Qur systems g
design and installation et
is backed by full -
customer service and
technical suport, 7 days
a week, 24 hours a
day.

With over 20 years experience in the
telecommunications industry,
Homisco/VoiceNet can provide additional
assistance with marketing

and practical business support.
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L.LDMI Telecommunications
8801 Conant St., Hamtramck, MI 48211
313-872-5500 www . Idmi.com ifinefrock(@ldmi.com

LDM] Telecommunications is an Integrated Communications Provider (ICP)
headquartered in the Detroit area, in Hamtramck, MI

Founded ren vears aco bv Jerrv Finefrock; CEQ 1s Patrick O’Leary
> Initial capital came from Finefrock & his mother re-mortgaging their homes
From the beginming: a facilities-based long-distance carrier
Has grown to about $100 mullion of annual revenue
Is now the largest telecom carmer headquartered in Michigan
Serves long-distance customers throughout the Midwest — but 73% of company’s
revenues are derived from Michigan.
o Backed by these VC's: PNC Equity Management; Pnmus Venture Partners; CID
Equity Partners; Wind Point Partners (among others)
o LDMI is the most successful telecom company these VCs manage
= Best management team in the business; lowest attrition; best back-office systems

o Q0 U

Customer commitment and Michigan geographic coverage

> Serves both business and residence: focus is on small business customers:

e Small business is the overlooked customer segment

e Small business growth is the economic driver of the entire economy
Long-distance: serves every exchange in Michigan, both Bell & Independent
Local: serves every Ameritech exchange in Michigan (few if ANY other CLECs
in Micidgan do that)

9]
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The LDMI Financial Philesophy
< The great majority of CLECs have gone bankrupt

¢ The principal reason for CLEC bankruptcy has been huge investments in network
build-outs, in advance of sufficient customer line (CLEC) penetration

c LDMI did NOT over-invest; LDMI did NOT over-spend

c LDMI: EBITDA-positive for the last eight quarters
c  LDMTI utilizes the “smart tuild” strategy: Grow first with UNE-P, then convert to

facilitics-based CLEC operation in those wire centers which have reached
€conomic cross-over

[fthe FCC Eliminates Business UNE-P
o Elminating UNE-P will punish a company (LDMI) that has followed exactly the
cortec’ economic strategy to cost-effectively invest and grow to provide local
telephone service to hundreds of thousands of customers
Eliminating UNE-P will punish the customer segment (Small Business) that is
most in need of major savings in their local telephone expenses.
< Elimmzting UNE-P will punish customers in the more rural areas, who are now
enjoying major local phone savings, but for whom facilities-based local will not
ammive for many years, if ever

o
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Lightvear Communications
1901 Eastpoint Parkway
Louisville, KY 40223

Services Offered—  Lightyear s a competitive reseller of communication services and provides a "one-
sior snep’ solution for a host of telecom products.  Serwvices include: Dedicated Access long distance,
swiched 2ocess long distance. Frame Relav, Local Phone service (UNE-P & Total Service Resale), Calling
Caras vanonwide Intermet access (diual-up and dedicated access), Web page hosting and development
serices < all Anaivsis Billing Software for custormized billing reports. Mulumedia conferencing services.
and Norvock marketing services for orzamizations who wish to sell custormzed caliing cards and telecom
(v ther members.

Number of Emplovees Founded in 1993, Lightvear currently has 165 emplovees and an independent
<isicss o channel of 400 authomized Lighivear Agents.

Mode of Delivery— Resale through and independent distribution channel of Authorized Agents.

Gevgraphie Markets Served— The Lighrvear UNE-P product offering presently serves customers in the
<atis o lnos. Kentucky. Tennessee, Nomh Carolina, South Carolina, Georgia, Flonda. Alabama,
Abeoasaop: Louisiana, Texas. and Califorma.  All other Lightyear products. aside from UNE-P, are offered
throagacul he continental United States.

Number of Subscribers— Lightyear serves more than 130,000 customers resulung m $134 Million in
prossced ovenue. The present total number of UNE-P product subscribers 1s 1,000 customers who utilize
RS

Reasons Subscribers Select Lightyear Over Incumbent Carriers— Better customer service, ali telecom
wre cvs brled on single inveice. berer price. relantonship and support from their Lightvear Agent,
Lss.ovstied with their RBOC. provides alternative for customers who are dissatisfied with RBOC due to lack
DT CLT 0 epions.

1 eading Buck-Office in the Industrv— Lightvear's history in the communication business provides a rich
icuny 20 ton-flight customer service. Lightycar bills 130,000 consumers and businesses on an integrated bull
thar peindes multiple services, each month. and operates a 24-hour. seven days a week customer service
conwer Leekrvear’s Portal Plus billing and chient care system provides the Lighryear Agent Partners with a
direst viewomto the entire lifecvele of a customer’s account. This combined with pre- and post-sale
g supporl: project management. ongoing Agent training and sales support provide our clients with
aixandioy wlecommunicauons soletions t grow their business.

Our Achievements— In 1998, Lighnvear Gormerly UniDial) was #19 on INC. magazine's list of fastest
grovnz oroate compantes 1n Amenca. Lightycar's President and CEO, J. Sherman Henderson, LI, has led
the s 'mas 2 three-term President of the Telecommunications Resellers Association, and was named one

I

ol e fog- 25 Most Influenual People i the Telecom Industy™ by Phone+ magazine. Lightyear is a
previeels wd company.

l artaer Companies— Lightvear works with several partner companies who provide products and services

w0 G wstomers. Bestof all, Lighiyear's customers will derive the cost benefits of multiple carriers and
EX0a dm canacity. with the most comprehensive customer service in the industry, Lightyear is proud to have
stror: relitonships with some of the biggest names i telecommunications, including: WorldCom, Spnnt,

et Bellsouth, Verizon, to name a few.



VarTec Telecom, Inc.
1600 Viceroy Drive OR/G//VA [

Dallas, Texas 75235

~rom its humble beginnings in Lancaster, Texas in 1889, VarTec
Telecom, Inc. has built a profitable multibillion-dollar business
providing innovative and affordable communications products to
residential and corporate consumers, as well as wholesale
markets. 1t is in the consumer market space, in particular, that
‘YarTec has distinguished itself.

A pioneer of dial-around service in the United States, Dallas-
based VarTec is now a world-class telecommunications provider
offering services to customers in six countries in North America
and Europe. The company has expanded its range of product
offerings to include local, long distance, voice and data
enhancements. VarTec recently acquired Excel
Telecommunications, Inc., with the result that network marketing
nas been added to VarTec's existing distribution channels, which
inciude telemarketing and direct marketing.

1 1999, VarTec began a state-by-state launch of its highly
competitive local service offering, which bundles local, long
aistance and local features. VarTec is currently certified to provide
[acal service in all 50 states and the District of Columbia. Between
VarTec and Excel, the company provides local service using
UNE-P to over 100,000 residential local customers in over 3,600
end offices, which span 32 states.



Z-Tel Communications, Inc.
601 S. Harbour {sland Boulevard, #220
Tampa, Florida 33602

» Leading UNE-P-based services provider headquartered in
Tampa, Florida.

» 925 Employees with $4 1K annual average salary.

v Founded in 1998 & public since December 1999 (Nasdaq:
ZTEL).

) 200,000 current residential lines in service in 46 states.

4 Key partner behind The Neighborhood™ built by MCI.
»  $250MM annual revenue, 52% gross margin.
» EBITDA positive w/ minimal debt.

» Innovation: unique Internet-accessible calling and messaging
features.

» The Future: voice recognition dialing, personal and
organizational directories.



